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FOREWORD

Debt and the Commonwealth’s current and future capacity to service debt are issues of
growing concern. As the use of debt to finance the state’s future needs increases, it becomes more im-
portant for legislators to be aware of the sources of payment and the size of continuing obligations, in
order to maintain Kentucky's fiscal soundness.

The Committee for Program Review and Investigation, which authorized the present study
in October, 1979, addresses thiee major aspects here of bonded indebtedness in Kentucky:

» The magnitude of the state’s debt and its claim against direct state revenues;

¢ How Kentucky’s debt burden compares to those of other states;

s Alternatives in issuing and managing debt.

VIC HELLARD, JR.
Director

The Capitol
Prankfort, Kentucky
April, 1981
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Managing State Debt

The Office for Investment and Debt Management, established by the 1980 General
Assembly within the Department of Finance, has numerous responsibilities with respect to debt is-
suance and management. It has the potential to serve as a clearinghouse for debt information and to
provide valuable assistance to state and local bond authorities in evaluating new bond issues. Over the
long run, it may develop the ability to prepare and issue state government bonds. The Committee
makes the following recommendations:

¢ The Office for Investment and Debt Management should maintain accurate, detailed
data on the bonds of all state bond issuing authorities. The Office should request that the Depart-
ment for Community and Regional Development and the State Department of Education forward
detailed information on local debt to the Office for Investment and Debt Management on 2 regular
periodic basis.

e In addition to assessing revenue projections related to proposed revenue bond issues, the
Oftfice for Investment and Debt Management should evaluate all feasibility studies for debt-financed
projects and report the results of each such evaluation to the Governor and to the Legislative Research
Commission or General Assembly prior to the original authorization of the bond issue.

® The Office for Investment and Debt Management should deveiop adequate expertise to
aclvise state and local bond authority officials on the appropriate use of refunding bonds and bond an-
ticiparion notes. The Office should perform a thorough financial evaluation of each proposed issue of
tefunding bonds, bond aaticipation notes or other interim financing instruments, and report the
results of each such evaluation to the Governor and to the Legislative Research Commission or the
General Assembly. Existing statures should be changed to the extent necessary to implement this
recommendation.
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INTRODUCTION

Long-term bond financing has emerged as a major feature of Kentucky state government
finance. State government debt increased from $1.6 billion in 1971 to $2.9 billion in 1980. The
General Assembly has expressed concern over the rapid growth of the Commonwealth’s bonded in-
debtedness and has sought comprehensive information on the status of this debt. Reflecting these
concerns, the Committee for Program Review and Investigation authorized this study, Bonded In-
debtedness in Kenrucky, in October, 1979.

The study contains three major components.

e Analysis of debt and sources for d’icbt service payments.

¢ Evaluation of the Commonwealth’s debt burden.
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The first chapter presents comprehensive data on each state government agency or authority
5ond : fﬁ each authority’s bonding programs are described, and
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-1982. Additional information was obtained from officials
OMParanve dau for the fifty states was derived from State Govern-
he U £ Bureau of the Census. Substantial detailed information
nnel in other states and by staff of Moody's Investors Ser-
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CHAPTER1
PUBLIC BONDED INDEBTEDNESS IN KENTUCKY

Public indebtedness in Kentucky exceeded $6.8 billion in 1980. Bonds of state authoriues
totaled nearly $2.9 billion at the end of fiscal year 1980. Local government debt exceeded $5.1 billion
and local industrial revenue bonds of over $880 million were outstanding on June 30, 1930.

This chapter begins with an overview of state and local debt in Kentucky and proceeds with
brief discussions of the various bonding programs and the Commonwealth’s actual and potential
liability for debt service payments on each authority’s bonds. Projections of new debt and debt service
for the 1080-82 fiscal biennium are presented. A discussion of debt service paid from direct state
revenues concludes the chapter.
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TABLE 1

OUTSTANDING DEBT AND ANNUAL DEBT SERVICE
COMMONWEALTH OF KENTUCKY
FISCAL YEAR 1980

DEBT SERVICE

PRINCTIPAL
OUTSTANDING PAYMENTS,
JUNE 30, 1980 FY 1980
State Property and Buildings Comm.
Project Revenue Bonds S 155,315,000a $ 13,605,160
General Obligation Bonds 281,715,000 28,668,664
TOTAL SPBC S 437,030,000 42,273,824
Turnpike Authority $1f297,4375000b 97;230,l23c
Universgity Revenue Rcnds 384,361,500 28,152,814
Kentucky Housing Corporation 541,900,000 45,986,000
Polluticon Abatement Authority 37,620,000 2,856,597
30§@©Q;3’,@ 1,620, FQd
46,000,0007 237,000
i 22 BT 4 L8 58




TABLE 2

OUTSTANDING PUBLIC DEBT
COMMONWEALTH OF KENTUCKY
FISCAL YEARS 1971,

1975 AND 1980

June 30, 1971 June 30, 1975 June 30, 1980

State Property and Buildings Commission )

Proiect Revenue Bonds $ 92,936,000 $ 144,550,000°

General CObligation Bonds 413,895,000 361,130,000
Turnpike Authority and Department

of Highways 711,330,000 735,785,590 1,2¢
Universitv Revenue Bonds 347,435,000 377,212,000 L3RS
Kentucky Heusing Corporation -0=- 10197453000d £ ,900,000°
Pollurion Abatement Authority ~0- 23,535,000 )
Kentu.ky Higher Education Student

Lean Corporation -0- =0
School Building Authority = (e -0-

Srate Government Total $1,565.596,000 $1,7432,957,590 2874 4 500

Local Government Debt: .

Counties g ,150,400 5 188,403,400 8 855903095005

Cities 380,711 690,185,329 1925398043373f

School Districts 18,861,000 589,641,000 724,802,000,

Special Districts 6,418 500 187,198,035 301 19539235

ccal Government Toial 1,047 BDB,B1L 81,635,427 764 8% 374 800 Ragf

Industrisl Revenue Bonds 8 64.,0%4,279 S 575,808,750 BET 2587

PR
=OURCE:
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Outstanding Debt and Debt Services

Table 1 presents the principal amount outstanding and annual debt service for all public
bonded indebtedness in Kentucky as of June 30, 1980. Total state and local government debt was
$6.896.199,159. Debt of state agencies and authorities was $2,874,348.500. Fiscal vear 1480 principal
and interest payments on state debt were $218,456,358. Local government debt, excluding industrial
revenue bonds, was $3.134,832,801, with annual debt service of $235,997.535. Industrial revenue
bonds issued under the auspices of local authorities totaled $887,017,858, with fiscal 1980 debt ser-
vice of $70,274.881. If no new bonds were issued, annual debt service would remain at approximately
these levels until outstanding bonds were retired.

Most state debt has been issued by the Turnpike Authority, whose bonds account for forty-
five percent of the state total, the Kentucky Housing Corporation (twenty-two percent), the State Pro-
perty and Buildings Commission (fifteen percent), and the state universities (thirteen percent). Debt
of citv governments accounts for forty percent of local debt, followed by counties {twentv-seven pe-
cent), local school districts (twentv-three percent), and special districts (ten percent).

Debt Growth in the 1970’s

Public sector indebredness more than doubled during the past decade, increasing from
$3.250.498,890 at the end of fiscal vear 1971 10 $6,896,199,159 on June 30, 1980. State government
debt grew by eighty-four percent over this period, from §1.57 billion to $2.87 billion. Outstanding
debt by government and authority is summarized in Table 2 for fiscal years 1971, 1975, and 1980.
Figure 1 depicts this growth graphically. Local governments, led by counties, had the largest increases.
Indeed, total local debt surpassed state debt for the first time 1 1978. Among state authorities, the
Kentucky Housing Corporation and Turnpike Authority issued the most new bonds.

The Commonwealth’s Liability for Debt and Debrt Services
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debt was $281,715,000. Fiscal year 1980 debt service totaled $28,668,664. No new state general
obligation bonds have been issued since 1966.

Project Revenue Bonds. The Srate Property and Buildings Commission has issued revenue
bonds for many general government projects, including the Capital Plaza Complex, Kentucky Educs-
tional Television, the Kentucky Convention and Fair Facility, and the Department for Humas
Resources building. Debt service for some bonds cornes in part from fac&hty revenues, but nearly tWo-
thirds is provided by General Fund appropriations. For example, debt service payments on the Cor

made by the jmvcm

monwmiﬁ; Stadium revenue bonds are supporred entitely oy lease payments
' kv A K,@mf‘c;y Educational i&@\imon bonds i
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nium or deferred until a later date. The Authority has no plans to issue bonds for additional Resource
Recovery Road projects during the 1980-82 biennium.

Economic Development Road Revenue Bonds. The 1980 General Assembly enacred legisla-
tton enabling the Turnpike Authority to issue revenue bonds to construct and maintain designated
Economic Development Roads. Debt service is to be provided via lease rental payments from gasoline
tax revenues. The Authority plans to issue $150,000,000 of Economic Development Road Revenue
Bonds in fiscal year 1981 and $150,000,000 in 1982,

State University Revenue Bonds
Kentucky's state universities issue two types of bonds, Consolidated Educational Building
Revenue Bonds and Housing and Dining Facility Revenue Bonds. Total outstanding principal on
university revenue bonds was $384,361,500 as of June 30, 1980. Consolidated Educational Building
Bonds are issued to fund constructicn of buildings which do not directly generate revenue, such as
classtoom and administration buildings. Debt service for these bonds s paid from tuition and fee
receipts, which are replaced, dollar for dollar, from the universities’ General Fund appropriations
While these bonds thus do not represent a direct legal claim on General Fund revenues, General
monies are budgeted for debt service and are in fact used to replenish the ruition and fee receipts
which are mgﬁdgeﬁ to that purpose. Housing and \Fﬁﬂﬁ@'gﬂr“ }\ nds are issued 1o consirg

Lifan RoAdly &2dfh RASRLLAL (XY 29

ol

ETUW@

r dar.
Loahs

A

(“}

mitories and cafeterias. Room and board pavments generated b‘y mg ta uh ties generally provide suf-
ticient funds to retire the bonds.

University Consolidaied Educational Building Revenue Bonds represent a substantial
liability and claim against the state’s General Fund revenues. Should student fees and other receipts
fail or diminish as revenue sources, it is most likely that shortfalls affecting debt service payments
would be made up by additional appropriations from the General Fund.

Kentucky Housing Corporation

The Kentucky Housing Corporation issues revenue bonds to support home purchases by

wer and middle income families and construction of mulu-family dwellings. It also sells consrruc-

tion loan notes to support multi-family housing construction. Its Loans to Lenders program supports
single-family home morigages. The Corporation has a statutory debt ceiling of $700,000,000. 1
sutstanding bonded debt on June 30, 1980, was $641,900,000.

Revenue bonds issued for the single-family and multi-family mortgage loan programs are
used to provide momgage&: which are tully insured by the Federal National Morigage Association or
the Government National Mortgage Association. The construction loan notes are insured by the

s

‘ederal Housing qdmn’mf{mhmn and are subject to pggm’m ent mortgage purchase commirments of
the Government National Mortgage Association when construction is complete. The Commonwealth
bears no actual hability f@f these s{'ccmﬁ:ifg aﬂc‘i it

s maximum contingent lability 15511‘“ ed to interest

sotrow before the federal agencies

1aintains a2 reserve of more than one ve
Iy remote. The Loans to Lenders revenue bonds,
H medgks of the lczwcimg institutions’ own conven-



the amount borrowed by the lending institution. The Commonwealth bears a contingent liability for
the Loans to Lenders revenue bonds, bur considered in light of the collateral pledges and the Corpora-
tion’s large reserve, this potential liability also appears remote.

Kentucky Pollution Abatement Authority

The Pollution Abatement Authority’s (PAA) bond assistance program provides funds to
local governments to support the construction of wastewater rreatment plants. Under a grants pro-
gram administered by the U.S Envzronmemaé Protection Agency pursuant to the Federal Water
Pollution Control Act of 1972 iorai governments provide twenty-five percent and the federal govern-
ment seventy-five percent of iundmg for trearment plants. By issuing bonds for several projects at one
rime, the Authority reduces administrative and issuance costs to each city or county and also obtains
lower interest rates than the localities could obtain individually.

The Authority’s administrative costs are paid from bond proceeds. T
Fund support for the program. The Pollution Abatement Authority’s ouistanding in d btedness was
37,620,000 on June 30, 1980. Debt service on the PAA’s revenue bonds 1s paid by the local govern-
ments, ackordmg to tormal, legal agreements with the fxuthority, The Commonwealth bears no ac-
tual liability for these bonds. This debt @ouid become a liability of the state onlv upon default,
bankruptcy or breach of a repayment agreement by a city or countv

Kentucky Higher Education Student Loan Corporarion

The General Assembly created this bodv in 1978 as a de jure municipal corporation and
political subdivision of the Commonwealth. The Student Loan Corporation issued £30.000,000 of
revenue bonds rated AA in March, 1979, due in }une, 1 at 5.83 perfmr interest. including 1s-
suance costs. Funds for df‘m service on these bonds are provided by student loan repayments and by
interest pavments from the U.S. Department of Eduf‘anon vhile students are sziﬂ enrolled. The Com-
monwealth bears no acrual liabilitv for this debr.

Revenue bonds issued bv the Student Loan Corporation are insured by the Corporation and

are fully reinsured by the U.S.

CJ .

epartment of Education. In the event of massive defaults by bor-
rowers, the Cerporation might expei ence temporary cash flow problems, if there were delavs in

recovering insured amounts from the federal government. In this case. the Commonwealth might
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Kentucky School Building Authority

The School Building Authority was established bv 1978 legislation and began operations in
fiscal year 1980. The Authority consists of five citizens appointed by the Governor, plus the following
state officials or their designees: Superintendent of Public Instruction, Secretary of Finance, Attorney
General, Chairman of the State Board of Education, and Chairman of the Intenim Joint Committee
on Education. Its purpose is to assist local school districts in financing buildings and other facilities,
and to support the construction of state voczuonal education facilities. All bonds arc 1ssucd i the
1ame of the Authority, dﬁbt service is paid by General Fund appropriations for that purpose and by
pavments from local districts to the Authoriry, pursuant to formal agreements. Most local school debt
has been incurred by the locai districts and is entirely separate from obligations of the School B‘uﬂdmg
Authority. The Authority pavs an average of fifty percent of debt service on its bends. Depending on
a district’s financial capability, the Authority may pay as much as seventy percent or as little as thlf‘(}’
percent of debt service.

Through fiscal vear 1980, the Authority had 1ssued $46,000.000 worth of bonds, on which
the annual debrt service paxd trom the General Fun d 1s roughlv $1,800.000. The Authority plans to
issue an additional $66,000,000 worth of bonds in the 1980-82 biennium.

s bond by local governments to
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5 issue
tional facilities and capiral construction projects. and industrial revenue bonds. Local school debt is
supported by General Fund appropriations to the districts and by local raxes. Other local

retired from local sources. iﬂdugt‘"iﬂl revenue bonds, 1ssued to construct or acquire business facilities,
are not local government obligations and are backed solely by lease rental payments to the local

governments from the enterprises using the facilities.

Local School Debt. Local school district bonded debt totaled $724.802.000 at the end of
fiscal year 1980. Debt service in 1980 was $55,698.820, of which approximarely $42,500,000 (75 per-
cent) was paid from the General Fund via capital ouday allocations through the Foundarien Program.
The balance was paid from locallv-generated revenues.

Other Local Debt. Citv and Countv governments and special districts

also 1ssue general
obligation and project revenue bonds for various public works projects: e g. roads. warter systems,
municipal buildings, libraries and parks. Outstanding debt of these governments was $2 .4 10.030.801

on June 30. 1980.

Local government debrs are unlikely to become habilities of the Commonwealth. However,
to protect the abilitv of other local governments in Kentuckv to issue bonds. the Governor and
General Assembly could choose to support a local government bond issue rather than allow it to

default.

Industrial Revenue Bonds. Industrial Revenue Bonds are issued pursuant to a resolurion or
ordinance adopted by a local governing body. Bond proceeds are used ta construct or purchase in-
dustrial or commercial facilities which are leased to private business firms. These £

acilities are exempt
from propertv taxation. Bv law. local Industrial Revenue Bonds are retired <alely from revenues deriv-
ed from renting the facilitv. and do not constituce an indebredness of the issuin 1g government. Afrer

1

the bonds are retired, the local governmens owns the facility. Outstandmg Industrial Revenue Bonds
totaled $887 017,858 at the end of fiscal vear 1980

11



In Kentucky, no local Industrial Revenue Bonds can be issued unul the State Local Finance
Officer, an official of the Department of Finance, has been notified of the proposed issuc i writing
There is no ceiling on the amount in industrial Revenue Bonds thar 1 local government can issue,
although fiscal prudence dictates that only sound, worthv projects be undertaken. Default on an In-

dustrial Revenue Bond issue might impair the local government’s ability to issue bonds i the tuture.

Debr Service Paid from the
Commonweaith’s Direct Revenues
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TABLE 3

NEW BOND ISSUES
COMMONWEALTH OF KENTUCKY, FISCAL YEARS 1981 and 1982

TOTAL NEW DEBT

TSSUING AUTHORITY
d FY 1981 AND FY 1982

State Property and Buildings Commisgsion:

Regular Construction Projects’ $ 138,963,200
Economic Development Projects 100,000,000
Fnergy 32,509,800

TOTAL SPBC $ 271,473,000

Turnpike Authorityc:
Fconomic Development Roads $ 300,000,000

Universities:

University of Kentucky $ 23,410,000
Community Colleges 3,500,000
University of Louilsville 24,948,000
Northern Kentucky University 14,372,000

TOTAL UNIVERSITIES 3 66,230,000

School Building Authority:

Elementary and Secondary Schools S 48,000,000
Vocational Education Projects 18,000,000
TOTAL SBA S 66,000,000
GRAND TOTAL $ 703,703,000

SOURCE: Kentucky Executive Budget, 1980-82.

NOTE: Because of the estimated revenue shortfalls in Fiscal Years 1980 and 1981,
this anaiysis assumes that most of the new bonds budgeted for the biennium
will be issued in FY 1981. Those bonds which appear likely to be issued
in FY 1980 include $50,000,000 of economic development project bonds,
$130,000,000 of economic development road bonds, and $33,000,000 of School
Building Authority bonds.

“These projects include the Central Power Plant and Library and Archives Building
at Frankfort; state support for the Galleria, Center for the Arts, General Hospital,
and several State Fair Board projects in Louisville; and the expansion of Outwood
and Central State Hospital, the construction of a new prison and the completion of
the Kentucky Horse Park.

e e

b . , L . . . - A
Esrimated debt principal that could be supported by the $3,000,000 budgeted rtor
FY 1982 debt service for state support of a major coal development project.

“Three additionmal projects, scheduled for inclusion in the Resource Recovery Road
Svetem, are not included in this analysis because it appears likely that the bond
issues to finance them will be deferred bevond June 30, 1982. Design work on the

projects has been completed. Estimated total constructlon costs arve $176,900,000.
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The debt service payments made from each major state fund are presented in Table 7. Debt
service as a proportion of all state revenue receipts in fiscal 1980 is depicted in Figure 2. Figures 3 and
4 illustrate debt service as a portion of General Fund and Transportation Fund revenue receipts in that
year. Principal and interest payments made from the General Fund equaled 4.6 percent of General
Fund revenue receipts in fiscal year 1980. Debt service on Turnpike Authority revenue bonds and
general obligation highway bonds represented 25.6 percent of Transportation Fund revenue receipts
in 1980. Debt service on Resource Recovery Road Revenue Bonds is paid primarily from coal severance
tax revenues transferred from the General Fund to the Transportation Fund for that purpose. If this
debt service is treated analytically as being paid from the General Fund, then the Transportation
Fund share of total debt service is reduced to 17.8 percent in 1980 and 16.9 percent in 1982. Coun-
ting Resource Recovery Road Revenue Bond debt service as being paid from the General Fund raises
the General Fund share to 6.4 percent in 1980 and to 7.1 percent in 1982,

These values will vary with the actual level of revenues and the timing of the bond issues. If
revenues are higher than anticipated, the corresponding percentages will be lower. If bonds are
delayed beyond expected issuance dates, or if they are issued at lower interest rates than anticipated,
then actual debt service payments and the proporrion of revenues devoted to them will be lower. if

bonds are issued earlier than anticipated, debt service payments will be higher than shown in this
analysis.
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D.

NOTES TO TABLE 7

Includes estimated debt service on projected SPBC
projects of 512,823,524 per year. This estimate is
based on the assumption that the debt is retired
over thirty vyears at 8.5 percent interest on a
regular mortgage-type amortization schedule. Also
includes debt service on economic development
project and energy project revenue bonds, as
reported in the executive budget.

Debt service is paid through the Transportation Fund
for two SPBC projects: the Capital City Airport project
revenue bonds and 4.53% of the debt service on the DHR
building project revenue bonds.

Debt service for Fconomic Development Rcad Revenues
Ronds is reported in the budget at $14,250,000 for
FY 1982. Debt service on these bonds for FY 1983
and succeeding vears will be approximately twice
this amount.

Includes investment income and capitalized interest
used to pay debt service on Resource Recovery Roads.
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DEBT SERVICE PAID FROM STATE'S DIRECT REVENUES
COMMONWEALTH OF KENTUCKY
FISCAL YEAR 1980
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FIGURE 3

DEBT SERVICE PAID FROM GENERAL FUND REVENUE RECEIPTS
COMMONWEALTH OF KENTUCKY
FISCALYEAR 1980




FIGURE 4

DEBT SERVICE PAID FROM TRANSPORTATION FUND REVENUE RECEIPTS
COMMONWEALTH OF KENTUCKY
FISCAL YEAR 1980

ies 3 2nd 6.

NOTE: Revenuesare budget estimates, not final actual revenues.
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CHAPTER 11
EVALUATION OF KENTUCKY'S DEBT

Two central questions must be addressed in evaluating Kentucky's state debt.

¢ How much debt can Kentucky incur and manage responsibly?

¢ Has the Commonwealth issued too much debt?

This chapter addresses these questions in three wavs. It begins with a theoretical discussion
of the factors which determine a state’s maximum feasible indebtedness. The second section presents
comparative statistical data on the debt burdens of the fifty states. Kentucky 1s also compared with
states identified as having stable debt conditions and with those having debt problems. In the final
section, non-statistical factors affecting state debt conditions and bond ratings are discussed. Four
“states which have suffered reductions in their bond ratings are identified and their problems brietly
described. Kentucky is analvzed in terms of whether the factors which caused bond downgrading are
likely to apply to it.

Determining Feasible State Debt

Unforrunately, it is not possible to determine a specific limit on indebtedness which may be
applied uniformly to all states. Neither is it possible to calculate a precise measure of the debr which
an individual stare can issue and manage. Annual debt service pavments can be regarded as any other
expenditure, provided thar legislators and executive officials recognize that debt service requirements
are fixed for the life of the bonds. Government decision-makers can choose to allocate funds to debt
retirement in preference to current program expenditures. This is entirely sound and legitimate, pro-
vided that two requirements are met. First, the debt and associated cash needs must be properly
managed. Secondly, no new commitments or decisions can be made which impair the state’s ability to
retire 1ts bonds.

The maximum debr service to which a state could possiblv obligate itself may be estumated
25 the smallest amount of discretionary funds available, uader the worst conceivable revenue condi-
tions, after minimum necessary government activities are provided. Depending on the minimum
level of services defined by the legislature and execurive officials. the amount available for debe service
may represent a high percentage of actual revenues. This maximum possible level may well be higher
than most decision-makers would choose, but there is no definite analviical reason to establish a lower
limit.

Practically considered, the securities markets will determine the maximum amount of bonds
that a state can issue. However, it is wise and prudent for states to establish debt ceilings because of
the enhanced credibility this provides for their bonds. New bond issues of states whose debt service
exceeds ten or twelve percent of current direcr revenues would likely receive additional scrutiny from
underwriters and potential investors because of the level of state debt.

Several factors influence the capaciry of a state to borrow and to repay its debrs. Chief
among these are the state’s tax base. its tax structure, and the stability of these factors. The security of
the revenue source supporting a bond issue is bv far the most important determinant of that issue’s
rating. A state’s long-term economic prospects are alse imporrant as determinants of the state’s

wealth and rax base.
27



Legislative and executive decision-makers must also consider that a high level ot debt in-

creases the vulnerability of state programs and employees to unexpected declines in state revenues.
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State

Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
Florida
Georgia
Hawail
Tdaho
ITllinois
Indiana
Iowa

Kansas
Rentucky
Louisiana
Maine
Marvland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri

SOURCE: U.S5.

Gross Long Term
Debt Per Capita

TABLE 8

STATE GOVERNMENT DEBT PER CAPITA

UNITED STATES
FISCAL YEAR 1978

5

267.22

2,737.10
41.62
B0.29

315.06

114.86

068.66

305.66

272.75

264.70

866,61
143.06
450.72
103.41

78.46
179.67
748,27
514.80
639.75
915.67
810.623
227.40
441.69
538.47
112.03

=

=

(=

Department of
nances in 1978,

u
Washincton, D.

bt
P
1

i
978%.

Gross Long Term
Rank State Debt Per Capita Rank

32 Montana 173.52 39
1 Nebraska 35.7% 50
49 Nevada 363.73 26
47 New Hampshire 474,20 20
28 New Jersey 641.42 13
44 New Mexico 284 .38 30
0 New York 1,165.56 5
3 North Carclina 139.42 42
31 North Dakota 124.89 43
33 Ohio 319.93 27
2 Oklahoma 373.01 25
41 Oregon 1,271.97 4
21 Pennsylvanisz 542.28 17
46 Rhode Island 908. 38 8
48 South Carolina 603.72 15
38 South Dakota 544 .27 16
11 Tennessee 302.41 29
15 Texas 163,11 40
14 Utah 222.32 36
8 Vermont 545 .82 7
10 Virginia 213,09 37
35 Washington 382.80 24
22 West Virginia 739.42 12
i8 Wisconsin 421.899 23
45 Wyoming 237.11 34

Commerce, B

au ¢0f the Census,
S

State Government

Government Pranting Office
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Kentucky vs. Selected States

In this section, Kentucky’s debt burden statistics are compared with those of states with
solid, stable debt conditions and with those of states whose debt conditions have deteriorated. These
groups were identified by comparing the consensus rankings of two major bond rating companies,
Moody’s and Standard and Poor’s, and a large underwriting firm, Prescott, Ball and Turben (PBT).
which also assigns bond ratings. The states categorized as having sound debt conditions had received
AAA ratings on their general obligation bonds from all three services, as of the latest reports prior to
April, 1980. Eight states satisfied this criterion: Minnesota, New Jersey, North Carolina, South
Carolina, Texasﬁ Utah, Virginia and Wisconsin. Additionally, PBT assigns a rating wend in s
these states were rated as having stable or improving debt conditions,

Q

identified as having debt pmbw ms zit had ai ] ?‘@3 t one udrg as low as
. Five states fit this wmgow i

of twenty-sixth.

rank of twelfth.

mb in debt per $1,000 of personal income. The sound debt states rank-
, with an average rank of twenty-eighth. The debt problem states rank-
with an a awmga ianmng of mmﬁ@@ﬂ

' thaﬂ

oser to the average of states which have experienced problems than it is ¢ ¥
wich high, stable ratings, it would p*@bao y be wise to monitor m@mucky 5 d bt condition closely and
o enhance efforis to manage zhé Commonwealth’s deb.

Non-Statistical Factors Affecting
State Bond Ratings
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little outstanding short-term debt and has never used general obligation bonds for deficit financing.
It has not yet used bond financing for unusual purposes, but rather for normal capital construction.
The commitment of state revenue bonds to industrial and commercial development projects may be a
cause for concern, however.

Kcntucky is less vulnerable to national economic fluctuations than states in the industrial
noitheast. {ts long-term tax base and economic prospects appear at least stable.

There 1s no evidence that the Commonwealth will experience difficulties because of local
government debt problems. Local defaults have been small and temporary. The major local govern-
ments appear sound and unlikely to cause the state problems.

The absence of clear, comprehensive data on state debt may have been 2 source for concern
among investors in the past. Likewise, Kentucky's inadequate accounting system may have been 2
% vings. The General Assembly addressed both these problems in 1980, howeve
establishing the Office for Investment and Debt Management in the Department of |

CaUse hOﬁ s

rily mandating that the state accounting system achieve compliance with generally accepied

principle






CHAPTER 111
ISSUING AND MANAGING STATE DEBT

Over the past decade, debt financing has emerged as a major element of Kentucky state
government finance. Since 1971, state debt has nearly doubled. Based on current authorizations, the
Commonwealth’s outstanding indebtedness will approach $3.5 billion in 1982. This chapter ad-
dresses several important issues relating to the state’s borrowing policies and practices, including (1)
the need for integrated long-term capital construction and debt planning, (2) improvement of debt
issuance and management activities, and (3) the role of the General Assembly in approving new bond
issues.

This report makes specific and general recommendations concerning these issues. In
developing these recommendations, four criteria are applied.

1. The General Assembly, the Governor, and appropriate executive branch officials should
be fully informed of proposed new debt and its impact on future state revenues.

2. The General Assembly should have clear authority to approve or disapprove proposed
bonds if state revenues will be used o retire them.

3. The Commonwealth’s costs of borrowing via bond financing should be as low as possi-

4. The Commonwealth’s crediv rating should be maintained and enhanced to the max-

imum extent feasible.
Complete and accuraie information on present and future financial commitments is
zxc&:essary 1o making sound decisions. Because the General Assembly must ultimately authorize the
use of state funds for debt service, it is entitely appropriate that it approve new bonds when state

revenues will be used to retire h«:m Financing at the lowest cost is desirable because it limits tax

T
ko

burdens and can conserve funds

t other purposes.

This Chapter pmwcﬁ with 2 discussion of the rationale for debt financing by state govern-
ment and a briet descripiion of the bond issuing process in Kentucky. Debt information and ex-
ecutive control over the process are discussed in the following section. The next two sections address
the issues of consolidating bond authorities and adding legislators to those bodies. Legal limitations
on indebtedness are discussed next, The final section addresses the question whether the Com-
monwealth should use general obligations bonds instead of project revenue bonds.

Rationale for Debt Financing

Stare governments use debe financing for several purposes, but mainly for highway and
building construction. Roads and buildings have long, useful lives, and bond financing satisfies the
equity criterion that persons in different generations who benefit from a project should share in pav-
ing for it. In periods when the rate of inflation exceeds the interest rate at which governments may
borrow, bonds may be used to obrain desired facilities at less expense than if the projects were defer-
red. A state government can also use bond financing to promote various programs. For example,
ponds are used in Kentucky to support pollution abatement and to provide low-interest home mort-
gages to lower and middle income families.




Issuing Bonds in Kentucky

Several parties participate in issuing bonds in Kentucky. The first step in the process is the
identification of projects for which debt financing may be appropriate and desirable. The decision
must then be made whether to proceed with bond financing. This may be done either formally or in-
formally by the members of an issuing authority. This body then authorizes development of the
bonds, the prospectus for the issue, the trust indenture, and obtaining legal opinions and other
documents necessary to sell the bonds. Prior to preparation of these materials, the managing under-
writers and bond counsel for the issue must be selected and their fees determined.

Rating

The bond issue is rated according to its risk and quality by an investment analysis firm, such
as Moody’s Investors Service, Incorporated, or Standard and Poor’s Corporation. Bonds with lower
risk of default receive higher ratings, which result in lower interest costs for the issuer. It is virtually
impossible to sell bonds in the open market without an acceptable rating from a recognized bond
rating firm. The highest possible rating is AAA. According to state law, bonds issued by the State
Property and Buildings Commission, and the School Building Authority, and Consolidated Educa-
rional Building Revenue Bonds, issued by state universities, must earn at least an A rating when they
are issued. This requirement will also apply to Turnpike Authority bonds after July 1, 1982.
Interest Rate Determination

When all documents are in order and the rating is obtained, the companies handling the
sale of the bonds for the state, called the underwriters, assess the market to determine what interest
rate the state must pay. The interest rate depends on prevailing market conditions, the rates borne by
simiiar securities and on special faciors atfecting the particular issue.

Final Approval, Sale and Disbursement of Proceeds

The authority formally approves the final prospectus, or official statement, for the issue and
authorizes the sale of the bonds. The underwriters purchase the bonds from the authority for resale 1o
investors. The proceeds from the sale are forwarded to the trustee, who pays the underwriters and
bond counsel, makes necessaty deposits to escrow and reserve accounts, and deposits the net proceeds
to accessible accounts of the authority. The relationship between the authority and the trustee 15
verned by a legal document known as a trust indenture. The trustee continues to manage the bank
sccounis of the bond issue, carrying out cthe transfer and disbursement instructions of the authority,
2ssuf Az‘bg mz: ae:M service, reserve and sinking fund deposits are made, and generally protecting the

’J’G

Role of the General Assembly

Until 1980, the Kentucky General Assembly’s role in issuing debt was limited to enacting
the enabling legisiation for the various types of bond issues. Specific decisions to incur new debt were
reserved to the various authorities. Legislation enacted in 1980 gave the General Assembly a role in
approving new debt. Prior to the issuance of any bonds or anticipation notes, each issuing authority
must obtain the approval of the General Assembly if state general funds will be used to retire the
debt. Approval may be made by specific legislation ot by the legislature’s passage of the biennial ap-
propriations act, which specifies bond financing for various projects.

38



The Turnpike Authority of Kentucky is exempt from these provisions until July 1, 1982, If
the General Assembly has authorized a debt ceiling for a particular authority, new bonds up to the
level of the ceiling are exempt. Refunding bonds need not be approved if they will result in net in-
tetest savings. General Assemnbly approval is not required for a project if it will generate sufficient
revenues to pay its debt service. That revenue projection, however, must be certified by the Secretary
of Finance to the head of the issuing authority, to the Governor, and to the Legislative Research Com-

mission before the bonds may be sold.
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Discussion
These recommendations are intended to provide better and more accessible information
concerning Kentucky's debt. The State Department of Education presently maintains good records on
vement for Community and Regional Development
These recommendations contemplate that these
sibility. The General Assembly may want to con-
ty studies and for financial qualifications of debs-

the bonds of local school districts, and the Depa
a local government debe.




State Property Inventory and Capital Construction Plan

An accurate and complete inventory of state buildings and roads, including assessments of
the condition of these assets, is crucial to planning and understanding the Commonwealth’s long-
term debt needs. The magnitude and condition of the state’s buildings and roads are major deter-
minants of tts need for long-term debt. Likewise, future capital construction plans are a significant in-
dicator of the need for future bond issues. Present and future building and highway renovation costs
loom large in Kentucky’s fiscal future.

Many buildings on Kentucky’s state university campuses are ten to fifteen years old and wiil
require major rencovation and repair within the next ten years. Given current inflation, costs for repair
and rencvation may exceed the original constrution costs of the buildings. State roads face a similar
future. Many state highways are even now in need of majotr maintenance and reconstruction work, as
evidenced by the 1980 General Assembly’s authorization of $300,000,000 in new bonding authority
for such pm’ €cts.
nstruceion plan identifies all buildings and road projects scheduled
plan should also identify the costs and means for financing the pro-
nld facilitate debt planning. Curtent bond issues and capital construction
«:’;@mm:ﬁ;mems compete for scatce government financial resources, not only with existing programs but

also with future projects. The inventosies and plans outlined here will enable the General Assembly to
make ° ese capital need projections clearly before it
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cruction and major mainienance needs, and
jor mainienance work at current prices.
tily established tasks of developing a long-term debt plan for
v long-term cash forecasts, the Office of Investment and Debs
- for mofxdimtmg amd im@gmting the information presented in the
inveatories. The Office should make a biennial report, at
‘ %ssion opening date, to the Governor and eithes to
Commission. This report should include the state’s
enovation, and major maintenance and repair needs, both for
L on :{haf: state’s ability and need to issue new bonds.
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arways valuable, 1t is frequently difficult to assign dollar values to
ihese values to the coses of obtaining it. The data outlined in Recom-
51 @rﬂ;y and highway inventories would doubtless be of value

1 cw bonds, but it would be expensive to compile and publish.
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Controlling the Level of Long-Term Debt

States use different methods to control long-term debt. Some states impose absolute dollar
limits on general obligation debt. Kentucky’s Constitution, for example, provides that no more than
$500,000 of general obligation debt may be issued without voter approval. Other states have floating
ot indexed ceilings which vary as their revenues vary. The following discussion sets forth the ad-
vantages and disadvantages of the two types of ceilings. A brief exposition of different types of index-
ed ceilings is also presented.

Absolute Debt Ceilings

Absolute limits prohibit a state government from incurring more than a fixed dollar amount
of debt. The inflexibility imposed by absolute limits can prevent a government from borrowing even
when doing so is fiscally wise and prudent. It could conceivably hinder development of a state by
limiting the growth of necessary government services.

Kﬁﬂtu(‘k}/p‘% abs@ ute limit on general obligation debt has effectively forced the executive
branch to circumvent it, in order o issue debt for transportation, education, and other reasonable and
DIOPer PUrposes. 'Ehis circuravention has unfortunately had two significant adverse effects. First, the
intent of the constitution to take decisions on indebtedness before the voters has been circumvented.

honds which are supported directly by general tax revenues have been made by

¢, ONE Of WO mhcr elected officials zmd gubcmawrial appoimccg

issued are significantly higher than the costs
relationship berween debt or debt service and

ond principal may be fixed as a percentage of
£

revenues of a2 specific fund. Alternatively, maximum debt
i biennium may b@ pegged at a percentage of state revenues

bi service payments to seven percent of its general fund
e may not exceed fifteen percent of its general fund receipts. Con-
ear 1o 4.5 percent of the previous year’s state tax receipts. Delaware

nly limits but actually reduces its debt: new debt issued in

any year ¢ cipal amount of debt retired the previous vear.

bt md ing are (1) that it limits the obligations of future revenues

eiling provides additional evidence of a state’s fiscal respon-

uration in the bond market. Kentucky’s unrealistic and imprac-

n circumvented, resulting in greater than necessary borrow-
«‘w%upp@ﬂ@d debt issued without voter approval.
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Consolidation of Bond Issuing Authories

Twenty-one Kentucky state agencies and authorities presently have statutory power to issue
revenue bonds. Six of these have never used this authority and appear unlikely to do so in the
foreseeable future. These include the Churchill Downs Authority, the Health and Geriatric Authori-
ty, the Capital Plaza Authority, the State Fair Board, the Department of Fish and Wildlife, and the
Water Resources Authority. These smaller single-purpose authorities are presently required to obtain
the state Property and Buildings Commission’s approval prior to issuing bonds. Necessary staff work
would be performed by Department of Finance personnel if the authorities should decide to issue
bonds. This situation is clearly duplicative.

The debt issuance authority of these agencies is unnecessary. Further, the large number of

&

such authorities may create uncertainty among invesrors 25 to the teue status of the Commonwealth’s
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The second major benefit may be even more important: as proposed, general obligation:
bonds will be issued through a more open and democratic process. Decisions will be made by a larger
entirely elected body. '

Finally, the Commonwealth should realize lower preparation and marketing costs for
general obligation bonds: legal documents are simpler and the marketing activities need not be as ex-
tensive as for revenue bonds. The practice of using primarily general obligation bonds would lend
itself to the state’s assuming many of the functions associated with preparing and marketing its
bonds.

Twelve state legislatures presently have the power to authorize general obligation debt. Six
may do so by a simple majority vote. Three require a three-fifths majority and two require a two-
thirds majority. In Delaware, a three-fourths majority vote is necessary.
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CONCLUSIONS

Compared to other states, Kentucky has a relatively high state government debt burden.
The Commonwealth ranks among the top twenty-five percent of the fifty states by four different
measures of debt burden. Kentucky ranks noticeably closer to states which have experienced problems
with indebredness than to states which have high, stable bond ratings. This fact does not lead to the
conclusion, however, that Kentucky has issued too much debt. At least three states with high, stable
bond ratings have debt burdens close to or higher than Kentucky's. At least one state has a very low
debt burden but has nonetheless experienced difficulties, including downgrading of its bonds.

Many factors other than a high debt burden can cause debt problems. Among these are
mismanagement and improper or unwise use of debt financing, debt problems of major local govern-
ments within a state, vulnerability to national economic fluctuations, and frequent or major
modifications to a state’s tax structure. None of these appears likely to arise 1n Kentucky in the
foreseeable future. However, considering the Commonwealth's relativelv high debt burden, it would
be wise to monitor state debt and related factors closely and to enhance debt management efforts.

Kentucky has demonstrated that it can manage debt service pavments equal to eight percent
of direct state revenues feasibly and responsiblv. The present report, however, addressed only the level
of debt. It has not evaluated specific debt-financed projects, nor has it examined the relative merit of
bond-financed highwav and capiral construction projects, as opposed to current operating programs.
Questions of allocating revenues among competing activities must be addressed by the General
Assembly in its consideration of proposed appropriations and new bond issues.

The General Assembly must have better, more complete information on state bonded in-
debredness made available to 1t on a regular basis. Data on current and future debrt service re-
quirements is essential to making sound, informed decisions. Debt service competes for scarce govern-
ment resources, not only on a current basis but also over the entire life of the bonds. The General
Assemblvy must be aware of these long-term commirments in considering whether to approve new
bond issues. ,

Kentucky's absolure constitutional ceiling on general obligation debt has been cir-
cumvented bv the use of project revenue bonds, resulting in greater than necessarv borrowing costs,
while over $2 billion of tax-supported debrt has thus been issued without voter approval. The Com-
monwealth treats such revenue bonds as general obligation bonds and must continue to do so.
Therefore, the General Assembly should propose a constitutional amendment which would enable
the Commonwealth to issue general obligation bonds upon the affirmative vote of three-fifths of each
house of the General Assembly.

Substantial interest savings would be realized by issuing general obligation bonds instead of
revenue bonds. Debrt service on general obligation bonds would come from the same sources as for
revenue bonds. In 1ssuing general obligation bonds, the Commonwealth would simplv guarantee to
continue to pav debr service as it does at present.
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APPENDIX A
The Cost of Issuing Bonds

There are two processes by which bonds are issued: negouared and u)mpcu:iw prd. A
negotiated bid is one in which the issuer agrees to sell the bonds to a specified purchaser at the outset.
Thar purchaser acts as fiscal agent and underwriter. A competitive bid is a sale at which bonds are of-
fered at a public auction on a particular dav. A fiscal agent who mav or mav not purchase the bonds is
hired to prepare the necessarv materials.

Services

The fiscal agent function of bond preparation entails the provision of several services in both
tvpes of sale.

1. Preparation of financial studies: determining source of debr service: reviewing policies,
laws that affecc ability to pay debrt service; assessing debrt capacity.

2. Recommending financing program.

Prﬁparmg necessary documents
o .
a. Bond resolution

b. Official statement
¢. Underwriting papers

EEN

Presenting issue to bond rating agencies.
5. Derermining pre-sale strategy.
6. Selectuing firms to be included in underwriting svndicate (negotiated sale). Presenting
information to underwriting firms,
Proposing interest rate. underwriting discount and offering rerms.
g. Offering bonds for sale.

9. Conducting all necessary meetings for bond issuance
10, Conducung meeungs foracceprance of bids and award of bids (compertitive bid sale
11 Advising on reinvestment plan for bond proceeds
12 Preparing distribution of bonds; selecting and orientng bond trustee: paving agents;

other dosing services.

:j"’

In addition to these services that ar zﬁﬁatifxf?y rangible. an 1ssuer also purchases: knowledge
of bond market conditions on a dailv fluctuating basis; knowledge of financial approaches that are

current. creative, and will result in 2 cost saving to the issuer: and an ongoing interest 10 the suer’s
circumsiances. so as 1o develop refinancing plans of advanrage to the 1ssuer.

on mvesrment rate which takes




In a negotiated sale, the rotal cost to the issuer is within the interest charged on net pro-
ceeds. In a competitive bid sale, part of the cost to the issuer is within the interest charged on net pro-
ceeds and purt is within a fee charged by the tiscal agent.

The return to the fiscal agent/underwriter is determined by the difference between the pur-

Thic amount o

the underwriter's *‘gross spread.’” 1t is usually expressed as a dollar value per $1,000 of bonds tssued

chase price or pimceds paid the issuer and resale price reahzed i the bond murket.

From rthe gross spread certain costs are paid. Cost elements are as follows.

1. Selling Commission: This is paid to the underwriter for selling the bonds. The commis-
sion is paid by the issuer indirectly within the spread. This means thc tssuer sells bonds at a greater
discount of lower price. realizing less proceeds than those which will be realized by the underwriter
apon resale. (The commission is earned by the underwriter at resale. so he must set a purchase | price at
2 level to insure a higher resale price and thus a profit ) That difference is a funcrion of the markert at
sale day.

> Usnderwriting or Risk Fee: Thisis cormpensa
chasing bonds he may or mav not sell at a profit. I
underwriter within the gross spread. Again, this as

how it receives the bonds.

% Management Fee: This is the fee for pre;
issue and development of a financial plan.

. (o oo L L inliie AL ceiiey ae oa e et s A oale
as a flar fee (percent of face value 07 iSsue) 1N 4 COMPEUILIVE DIC salc.
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out of the spread in a negoriated sale.
A 7 < Q aA e Aanm et PRy k ET OOV i el 1
An average gross spread s approximarely $18 per §1.000 bond sold. The range can be
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15 the risk fee. These ‘rftu are in-

ourchases the bonds, or the”’ ’bottom sidc Of h;z spre

The management fec accounts for ;%.boué; 17% of the cost and could be a ‘”bargamm
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Fiscal agent fees in Kentucky are as follows:
In general for Kentucky underwriters:
1% or $3,000, whichever is greater, up to $1 million
The next $1 million at $6.50 per $1,000 (.65%)
The next $1 million at $6.00 per $1,000 (.6%)
The next $1 million at $5.50 per $1.000 (.55%)
All over $4 million at §5.00 per $1,000 (.5% )
Paid by Kentucky state authorities:

$1 million to $2 million 1%
Next §3 million 4%
Next $15 million 3%
Over $20 million 25%

The trend since 1970 has been for more negotiated sales than competitive bid sales. This
mav be related ro the fact that most bonds issued are revenue bonds, which often require more exper-
tise in preparation and sale. In a negotiated sale the issuer agrees to negotiate with a specific under-
writer. The underwsiter then takes the ume to educate the marketr as 1o the risk of the issue. The
market is tested before actual release of the bonds, to set the best price for the issuer and the under-
writer. The underwriter 1s generally careful to get the best price he can for the issue. o insure furcher
business. Even though the underwriter could enlarge the spread by buving the bonds ar a large dis-
count. competitors would soon inform the issuer of the unnecessary cest to issue.

In the case of verv stable, secure and uncomplicated issues a competirive bid process may
lead to lower costs to the issuer. But when the market 1s unsure of the value or risk of an issue, a com-
petitive bidder—not being involved in the development—mav bid 2 larger than needed discount to
insure a profit.

On the following pages are examples to illustrate the two tvpes of bond issues. The |

)

(ST ex-
ample, a negotiated bid, 1s an lustration of how Kentucky Turnpike Authority, Kentucky Housing
Corporation, Pollution Abatement Authoritv and Kentucky Higher Education Student Loan Cor-
poration bonds are issued. The second example. a competitive bid, is an illustration of how the state
universities and the State Property and Buildings Commission 1ssues bonds. This tvpe of issue is re-
quired bv statute (Chapter 56) to be in the form of 2 comperitive bid.

Conclusion

Of all the costs involved in issuing bonds only one element can realistically be controlled by
the issuer: fiscal agent costs. Fiscal agent costs mav be negotiated directly in a competitive bid issue or
indirectly by issuing a familiar tvpe issue on a competitive bid basis rather than negotiated bid basis
{or the reverse on complex issues).

Fiscal agent costs are a relatively small part of the total cost. and that cost 1s only paid if the
bonds are actually sold. Services of a fiscal agent who is engaged in underwriting mav provide savings
in interest and discount costs. It 1s not advisable at this ume for the Srate of Kenrucky to provide sraff
to act as its own fiscal agent.
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EXAMPLE]

Cost of Bonding Negouated Issue
$95,000 Project Cost, Maturity: 1 vear

Sale 2t Discount

$100,000
95,000

5,000
96,500

1.500

ot
A
[

=

i
i

[N ]
L O e N D
Asg Co D

FOE

face value

proceeds from sale
to underwriter

discount

proceeds to under-
writer from resale

gross spread

Underwriter's Fee Breakdown

Sale at Pat

$95.,000
95.000

par (0)
06,500

1.560



EXAMPLE I

Cost of Bonding
Competitive Bid Issue
$95,000 Project Cost, Maturity: 1 Year

Sale at Discount Sale at Par
$100,000 face value $95,000
95,000 proceeds from sale 95,000
to underwriter
5,000 discount” par (0)
94 500 proceeds to under- 26,500
writer from resale
1,500 gross spread 1,500

1,500 1,500
1% 1%
1,000 950
6% int crﬁs@ on face valne 11.28%
6,000 nterest cost 10,666
5,000 amount 1o be repaid 0
but not recei ived
12.006 total cost 11,716
11.28% yield 11.28%
172% cost/face value 12.3%

lerwriter may bid less
costs invol Ved of 4 greater
ome way, implying greater risk

negotiated bid, due to fewer
t, i the issue is unusual in
¢ same discount.
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ESTIMATED FISCAL AGENT FEES PAID
FOR KENTUCKY COMPETITIVE BID ISSUES

Estimated
Fiscal Agent
Year Issue Fees”
1978 U.K. Housing and Dmmg System $ 19.000
Revenue Bonds—$1.9 million
1979 University of Louisville Consolidated
Educanona Building Bonds—
$35 million
University of Louisville Housing
System m funding Bonds—
$6.2 million $129.500
nium Projected:
$337.7 million Issues of SPRC
and Universities $898 752
{2 years)
e YRR,

* Based on state fiscal agent fee

- Of S
4t issue,
















